
ATTACHMENT 7.2-A 
STATE: MINNESOTA 

Effective: July 1, 1995 

TN: 95-22 

Approved : 4///k/
Supersedes: 92-22 


non-discrimination COMPLIANCE 


The Department’s Provider agreement contains a provision that 

Medicaid providersagree, as a conditionof participation in the 

Medicaid program, to: 


Comply with all federalstatutes, implementing 

regulations and guidance prohibiting discrimination 

on the basisof race, color, national origin, sex, 

age, religion and disability in any program
or 

activity receiving federal financial assistance 

from theU.S. Department of Health andHuman 

Services; and to comply with the Minnesota Human 

Rights Act. 


Referrals of allegations of discrimination are referred to the 

Minnesota Departmentof Human Rightsfor investigation and 

enforcement actions. Providers determined to bein violation of 

the non-discrimination language of the Provideragreement are 

subject to various sanctions includingfines, restraining orders, 

and punitivedamages. 
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Part 9553.0011 Subpart  8. Deadliner and e x t e n s i o n s  

Statement of Need: 

I t  is n e c e s s a r yt oe s t a b l i s h  time l i m i t a t i o n so rd e a d l i n e sf o r  the sub
m i s s i o no ft h er e q u i r e dr e p o r t st of a c i l i t a t et h ee s t a b l i s h m e n t  Of r a t e s  in a 
t imely manner. The subpar ta l socoversthepol icygovern inggrant ingexten
s i o n s  t o  d e a d l i n e s  and the consequences of f a i l u r et o  p r o v i d ea c c u r a t e  and 
complete  documentat ion 

reasonableness : 

Item A states that  annual cast r e p o r t s  must be submitted by a r c h  31 
fol lowing the  December 31 c l o s e  of t h e  repor t in#  year. It  is necessa ryto  
provide a d e f i n i t e  time frame i n  which r epor t ing  is t o  be completed and a 
9 0 4 a y  or t h r e e  month prepara t ion  time is  a rearonableper iod .  A t h ree  
month dead l ine  is t h e  SUI am t h a t  r e q u i r e d  b y  m i n n e s o t a  s t a t u t e s  s e c t i o n  
2566.48, subdiv is ion  2 which governs reimbursement t o  nura in8  homer. 

Item b spec i f iestheremediesforincomple te  or i n a c c u r a t e  r e p o r t s  
F a c i l i t i e s  are g iven  20 days t o  correct and r e t u r n  t h e  r e p o r t  a f t e r  W i t t e n  
n o t i c e  from thecommiss ione ro fde f i c i enc ie sth i s  is a reasonable reques t  
becausethedepartment must analysis over UH) r epor t s  i n  a five-month period
and,therefore  , theinformat ion  is needed i n  a t imely manner 

Item C governingthe %-day ex tea r ion  p rov ide r  double theextenmion 
time al lowedtonurs ing  homer. Minnesota s t a t u t e s  s e c t i o n  256B.48, sub
d i v i s i o n  4, prov ide r  fo r  a 15-day ex tea r ion  fo r  nu r s ing  homes  so a 30487 
ex tens ionpe r iodfo r  IClsIklU is adequate.  

P a r t  9553.0041 Subpart 9. I f f r o t i r e  Date of T o t a l  payment Bate. 

S t a t e m a t  of Need: 

I t  is necessary  t h a t  a f a c i l i t y  know h a t  t o  a n t i c i p a t e  am revenuefrom 

L 
the  medica l  ass i s tanceprograminplanningi tabudget .  

’ Reasonableness : 

this s u b p a r ts t i p u l a t e st h a te a c h  f ac i l i t y  be n o t i f i e d  bySeptember 1kt% 
I 	 of the  payment ra te  t ob ee f f e c t i v e  on October 1 ofthatyear.Minnesota 

S t a t u t e s ,  s e c t i o n  2566.431 s t i p u l a t e st h a t  n u r s i n g  home providers be given a?‘I 1 5 d a y  pr io rno t i ceo fthe  payment rate on orbeforeJune  15, 1983 and a 
v L
(li ci 60-day p r i o rn o t i c ea f t e rJ u n e  15, 1983. The 304.1 p r i o rn o t i c eg i v e nt o
CL c; LLI 

w c- a,a, 

2 
*-	 .- ICF/MR p r o v i d e r s  f a l l s  w i t h i n  t h a t  range of reasonablenear.  
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I 

% 1 P a r t  9553.0011 Subpart  10. noncompliance 

Statement of Need: 

I t  is  n e c e s s a r y  t o  address the  s i t u a t i o n  i n  which a p a r t i c i p a t i n g  van
= ,,, i dor  fa i l s  t o  provide informat ionrequi redtosuppor t  a payment rate without 
,” % 6 hav ingtote rmina te  the p r o v i d e r ’ sp a r t i c i p a t i o ni n  t h e  medical Ammistance 

cj 
c program.
a ci =- m 

v) v’ r e a s o n a b l e n e s s  

Requirements wi thoutsanc t ions  are meaninglessSubpart  9 provider  
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l imi t edsanc t ions  �or f a i l u r et o  comply w i t h  report ingrequirements .  The 
same sanc t ions  were e s t a b l i s h e d  i n  MinnesotaSta tu tes ,sec t ion  256B.48, sub
d i v i s i o n  3 for n u r s i n g  home providers .  Due t os i m i l a r i t i e s  i n  the r e i m b u r  
sement process betweennursing homes and ICFs/MR, a similar sanc t ion  for 
ICF/wR providers  is rearonable  

Statementof Need: 

Subpart 11 p rov ide rfo r  a u d i t  of fCPs/nB recorda and annualColt  
r epor t s .  The department is respons ib l efo r  t h e  admin i s t r a t ion  of publ ic
funds and f o r  t he  fu l f i l lmen to f  federal and state program requirements.  
The department must de t e rmine  i f  the  par t ic ipa t ingvendors  are meeting sta 
t u t o r y  and regulatoryrequirementsand are q u a l i f i e d  t o  rece ivepubl ic  
f u n d s  The audi tprocedure  is  the d e p a r t m e n t s  tool f o r  making this 
determinat ion.  

reasonableness 

Auditing is a requi rementoffedera lregula t ion42 cfr sec t ion  
447.253 (e).  I t  is t h e  department’sprimary tool f o rd e t e r m i n i -i f  vendors 
are meet ings ta tu tory  and regulatoryrequirements  .ad are q u a l i f i e d  to 
r e c e i v ep u b l i cf u n d sT h e r e f o r e ,  it is reasonable that tin limits f o r  
co r rec t ion  o f  i nadequac ie s  in  f ac i l i t y  accoun t ing  and f o r  commencing and 
completingauditsby t h e  state be spec i f i ed  fo r  t he  p ro tec t ion  o f  bo th  
t h e  provider  and t he  taxpayer.  "he departmentcannotf ie ld  d i t  811 
ICFr /m wi th in  one yea r ,  $0 the  department is on a four -year  cyc le  t o  
complete the  audi t sof  a l l  IC?r/HR. Thioio  the r easonthef i e ld  audit may 
cover t h e  four  mort r e c e n ta n n u a lc o a tr e p o r t s  A$ a benchmark to  assist i n  
maintaining the  four -yearaudi tcyc le ,  it is reasonalbe t o  r e q u i r e  that 
a f i e l d  -audi t  be completed 90 d a y s  a f t e r  commencement f o r  single facil
i t i e s  and 180 days a f t e r  commencement f o r  provider g r o u p s  

Part 9553.0011 Subpart12; suspension of Audit. 

Statementof Need: 

I t  m y  be necessary t o  suspend a f i e l d  a u d i t  when t he  p rov ide r ' s  
books and records  are unavai lab le  or unava i l ab leo rfo r  good c a u s e  An 
exampleof good causetosuspend ut a u d i t  is a s t r ike  by state employees 
However, i t  i s  also necessa rytospec i fyno t i f i ca t ionrequ i r emen t s  and 
audi t  ex tens iont imel inesforproviders  whore f i e l d  a u d i t s  are suspensded

p <
v a  
g 2 r e a s o n a b l e n e s s  
a c a ,
42 *- *dzg; I f  an a u d i t  is suspended  it  is  reasonable.  that  providers  be 

n o t i f i e d  i n  w r i t i n g  o f  t h e  date ofsuspension and of t h e  date when t he  ' \ a u d i t  w i l l  aga in  commence and that t h e  d e a d l i n ef o r  the a u d i t  be 
extended by t h e  time of the  e x t e n s i o n  

* P a r t  9553.0041 Subpart  13. a d j u s t m e n t s-	 c 
'0 
, statement Need: 

,-I E 
L 

0 c.1 

t o  

of 

= z  I t  is n e c e s s a r ye s t a b l i s h  limits f o r  payment of adjustments t o  a 
1: 2 t? f a c i l i t y  payment rate which resul t  from desk or f i e l d  a u d i tf i n d i n g s  t o  
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Reasonableness: 

I t e m  A e s t a b l i s h e s  a th reshold  of $.Os per r e s iden t  day  Or $2000 cos t  
change for ad jus tmen t s  If an ad justmentdoes not r e s u l t  i n  a t  h a s t  t h i s  
amountof changeinreimbursementthecost  ofmaking t h e  a d j u s t o r a t  is  
not j u s t i f i e d  by  t h e  result ingchangeinreimbursement.Retroactiveadjust
ments mandated i n  Item B are reasonablebecause the Departmentoustinsure 
theaccuracy of the  rates paid underthe Medical Assis tance program 

I t e m  C establishes a 1 2 0 4 8 7  payment time limit f o r  p a p e n t  of over
payments or underpayments .One hundredtwentydays is a reasonable  amount 
of time for repaymentand t h el i m i t  is  t h e  sa- fortheprovider  8) fo rthe  
medical assistance program 

-Item D e s t a b l i s h e s  t h e  time limits f o r  p a y m o t  of underpaymentsor 
o v e r p a p a t s  a f t e r  t h e  r e s o l u t i o n  of an appeal .  The time limit is the  same 
for providers  and t he  Medical a s s i s t anceprogram 

Item t e s t a b l i s h e r  t h e  i n t e r e s t  rate t o  becharged on balances-
o u t s t a n d i n ga f t e rt h e  1204.7 l i m i t .  The intereat rate is t h e  r a n  as t h a t  
charged by thecommissionerofthe department of Revenue for late p a p e n t  o f  
taxes .  I t  is reasonable  t o  assess i n t e r e s t  on balancer  outstanding a f t e r  
120days and t o  u s e  t h e  rate e s t a b l i s h e d  by t h e  commissioner of Revenue 
b e c a u s e  i n t e r e s t  r e f l e c t s  t h e  c o s t  a s s o c i a t e d  w i t h  a deb t  and the  rate of 
i n t e r e s t  e s t a b l i s h e d  by theDepar tmatof  Revenue r e f l e c t s  t h e  c o a t  of 
borrowin8 money a t  a given  tiwe 

I t e m  F r e s t r i c t s  d e s k  a d  f i e l d  a u d i t  a d j u s t m e n t s  t o  t h e  l i m i t a t i o n s  
s t i p u l a t e d  i n  r u l e  p a r t  9553.0070, subpart2,which stater t h e  t o t a l  p a p e n t  
ra teshouldnotexceedthe  rate paid by pr iva tepayingres idents .This  i s  
reasonable becausethe saw t o t a l  payment rate r e s t r i c t ionshou ldapp lybo th  
before  and a f t e r  a na u d i t .  Item C s t i p u l a t e s  t h a tc h a n g e ri nt h et o t a l  
payment ra te  resu l t ingf romdesk  or f i e l da u d i ta d j u s t m e n t s  t o  c o s tr e p o r t s  ~ 

fo r  r epor t ing  yea r s  beyond  the  fou r  mort r ecen t  annua l  cos t  r epor t s  ous t  be ' 

made t o  t h e  four  most recen t  annual c o s tr e p o r t s ,t h ec u r r e n tc o s tr e p o r t ,  
and fu tu recos tr epor t s .Th i s  i s  reasonablebecause some a d j u s t m e n t st ot h e  
t o t a l  payment ra te  i n  one year  may havean impact on t o t 8 1  payment rates for -. 

fu tu reyea r s .  

P a r t  9553.0011 Subpart  14. amended r e p o r t s  

Statement o f  Need: 

Subpart  14 recogn izesthefac ttha te r ro r scanoccur  and al lows f ac i l i 
t i e s  t o  amend previous lysubmi t tedrepor t s  upon discoveryof errors which 
could affect the payment rate. 

Reasonableness : 

I t  is r e a s o n a b l et op l a c e  a th reshold  on amendments r e s u l t i n g  from 
ri error i no r d e r  t o  assure t h a t  t h e r e  i o  s u f f i c i e n t  j u s t i f i c a t i o n  t o  j u s t i f y

f. 

'2 a,
'- E 	 the  time and expenseofdepartmentalreview.Furthermore, a time l i m i t a t i o n  

i s  placed upon t h e  f a c i l i t y  r e q u i r i n g  them t o  c o r r e c t  t h e i r  e r r o r s  andsub
m i t  amendments wi th in  14monthsof the f i l i n g  of t hecos tr epor t .Th i s  i s  
done toencourage t i m e l y  andprompt eva lua t ion  ofrecords and p r a c t i c e s  con
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Unfavorablechoices between al ternate  methods of reportingcosts are 
not  considered errors or omissions i n  thiscontext. These are considered 
judgement errors and theirexclusion is consistentwiththeirtreatment i n  
the nursing h o w  reimbursement rule. 

I t  d o e s  not seem reasonable torequirethe time and expense of d e p a r t  
mentalreview for removing thecosts of services from t h e  payment ratefor 
which the f a c i l i t y  i s  seeking a separate b i l l i n g .  

I t  i s  reasonable t o  limit to  two the nude r  of times a previously
filed coat report can be amended so thatthe time a d  expenreinvolved i n  
departmental reviews are limited and to  encourage completeness and accuracy 
on the part of theprovider. 

statement of Need: 

Subpart 13 deals with the problem that MY occur if 8 f a c i l i t y  
knowingly submits f a l se  r epor t s  this problem is dis t inc t  from that 
governed by rubpart 10. Subpart 15 deal, wi th  intenttoreceive funds from 
thestateto which t h e  vendor kook it  is notentitled. Thio requiter spe
cia1 attention and sanctionstailoredto t h e  offenre. 

reasonableness : 

I n  carer of f a l se  r epor t s  it  is rearonable that  the  s ta te  be ent i t led 
to adjust  the  f a c i l i t y ’ s  p a m a t  r a t e  t o  recovertheoverpaymatimmediately
termination of t h e  commissioner’s agreement wi th  the prorider and prosecu 
tion under applicable statute$ or federal laws are also reasonable remedies 
forthestate. There sanctionsareconairtent wi th  thoreoutlinedfor 
nursing homes i n  Minnesota Statute#,  section 2561.48, rubdivision 5. 

Statement of Needand Reasonableness: 

This section of the  rule providerforcalculation,thatstart w i t h  
aggregateinformation and result  i n  a rateperresident day. The e s t a b l i s h  
ment of an operatin8coat payment ra te  is  necessary as a component of the 
to t a l  payment ra te  so that  b i l l i n g s  andpayments can bemade. 

Statementof Need: 

Subpar t  1 establishesthe allowable historicaloperatingcoat per diem. 
I t  is necessary to  do t h i s  because prospectiveratesare a function of 
his tor ical  costs  and are  calculated to  ref lect  a u n i t  of service perday. 

reasonableness : 

Item A-establ ishes  faci l i ty  specif ic  limits on a facil i ty’s program
maintenance, 	and administrativecosts. I t  is  necessarytoestablish limits 
to meet the legislativestandardat Minnesota Statutes,section 2S6b.501, 
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' 	 subdivision 2. This statesthatrates  must be established on thebasis of 
methods and standardsthatthe commissioner findsadequate t o  provide for  
thecoststhat mustbe incurred for qualitycare of residents i n  economi
ca l ly  and eff ic ient ly  operated faci l i t ies .  

subitem 1 establisheslimits on theadministrativecosts of f ac i l i t i e s  
based upon the nude r  of beds.This limit i s  i n  response tothelegislative
mandate a t  256b.501, subdivision 3. This s ta testhat  i n  developingthe pro
ceduresthe commissioner aha11 includelimits on the amount of reimbur 
sement adminis t ra t ivecosts  The limit8 on administrativecoat8are based 
upon informationobtained from 289 coat\report,forfiscal year8 ending 
main ly  i n  1983. The datareflect8allowablecostsafterthe desk audit and 
applicationofthetop management limit8 i n  ef fec ta tthe  time. t h u s  
becausethe limit computed i n  this i t e r  is developed on a percentagebasis 
and because coat classifications and top management limits are errent ia l ly  
the SUO, skewing due t o  rule changer and coat  changes through time are e l i 
minated. a lsopayrol ltaxer  and fringebenefitsnotassociated with 
administrative salaries i n  t o t a l  were removed from the  administrativecoat 
categorybefore computing the limits The following char ti l lus t ra tes  the 
relationship between the number of bed8 i n  a f a c i l i t y  and the  ra t io  of 
allowableadministrativecoat8toallowableoperatingcostsotherthan admi
n i s t r a t ive  cos t s  expressed as a percentage. (See also Exhibit 1.) 

I t  is necessary and reasonable t o  es tabl ish group8 by bed sizebecause, 
asi l lustrated by thechart,thepercentage of coat8attributable t o  
administrationgenerallydecreases 88 s i t e  i n c r e a s e s  Although thisrela
t i o n s h i p  is  n o t  l inear and a f a c i l i t y  may increasethepercentage a8 r i m  
increases,thisfactoris outweighed by thefindingthatat  ispecific bed 
s i r e  the range of percentage8 islarge. A t  15 bed,, for  example, theadmin 
istrativepercentagevarier from 9.1 t o  33.8 percent.Thur,thegroupings 
areestablishedat lea8 than 21 beds and greater than 20 beds because there 
is a natural gap i n  the d i s t r i b u t i o n  The high  dropsoff between clusters 
on ei thers ide and therange for any par t icu lar  r i t e  above 20 beds i s  
smaller. The percentagelimits are reasonablyestablishesat 20 percentfor 
f a c i l i t i e s  with less  than 21 beds and 16 percentforfacil i t ies w i t h  more 
than 20 beds asthisreflectsthe weighted average for  eachgroup: 



20 percent  = $ 5 , 9 9 6 , 2 5 4  
$ 2 9 , 7 2 8 , 6 9 0  

16 percent  - $S,255 ,898 .  
$ 3 2 , 0 0 6 , 9 9 4  

The averageisCoatweightedbecausecoatsvary w i t h  bed s i z e  and t h u s  t h i s  
approachre inforcerthe  sire va r i ab lewi th in  a group. The formulawhich 
d e r i v e s  t h e  pe rcen tagefo rind iv idua lf ac i l i t i e sr easonab lyexc ludes  admi
n i s t r a t i v e  c o s t a  from t h e  denominator so t h a t  a l lowableadminis t ra t ivecos ts  
cannotbeincreasedsimply by i n c r e a s i n ga d m i n i s t r a t i v ec o s t s  A similar 
f o r m l a  is  usedinMinnesota Ruler, par t s  9549,0050(Temporary] . 

Subitem 1 alsoallowsthecommissionertorecomputethe limits once 
within a f i v e  year pe r iod  because  the  l imi t s  a f t e r  a periodof  time M Y  not 
be appropr i a t e  . 

S u b i t e m  2 t o  3 e s t a b l i s h  limits on t h e  a l l o w a b i l i t y  of h i s to r i ca l  Coa t@ 
andexcept ionstothose limits. There l i m i t s  are i n  reaponre to  t h el e g i s l a 
t i v e  mandate a t  Minnesota s t a t u t e s  section 256B.SO1, subdiv is ion  3. this 
states t h a t  i n  developingtheprocedure#,  the commissionerahallinclude 
coat  containmentmeasureathatassurethatoperat ingcostincreasesdonot  
exceedincreases t o  o the rsec t ionso fthe  economy. There limit0 earentially
r e q u i r e  a l l o w a b l e  h i s t o r i c a l  o p e r a t i n g  coats i n  the t h r e e  c o a t  c a t e g o r i e s  
n o t  t o  e x c e e d  h i s t o r i c a l  r a t e s  for t h e  same coat  ca tegor i e s  du r ing  the  same 
time period.  It isnecessary and rearonable  t o  i nco rpora t e  there l i m i t s  
because ,wi thouttheprovis ion ,providerscould  overspend t h er a t e s  and hare 
t h ec o s t sb u i l ti n t ot h eh i s t o r i c a lb a s e  which is trended. this r e s u l t s  i n  
increases  that  are g rea t e rthantheindex  and t h u sg r e a t e rt h a n  i n c r e a s e si n  
o t h e rs e c t o r so ft h e  economy, For example, on a perdaybas is ,  a f a c i l i t y  
t h a t  has 8 $10 r a t e ,  b u t  i n c u r s  a $12 coa t  would have the $12 updated
(assume b y  10 pe rcen t ) .  This f a c i l i t y ' s  rate would have i n c r e a s e d  

. 	 or more t hanth ree  times t h e  amount e s t ab l i shed  am a r e f l e c t i o n  of c o s t  
increasesinothersec torsoftheeconomyUni ts  (a) t o( c )  of subitem 2 
spec i fy  the method t h a t  w i l l  be used t os e p a r a t eo p e r a t i n gr a t e si n t ot h e  
program,maintenance,andadministrativecomponents.Thisadjustment is 
necessary  Lor r epor t ingyea r sp r io rtoOc tobe r  1, 1986because rates during 
t h a t  time period are not s e p a r a t e l y  i d e n t i f i e d  i n  t h e  payment rate as a

Z &  func t ion  of t heind iv idua lcoa tca t egor i e s .  The method usedtomaketh i s  
2 $ adjustment  is reasonablebecausethe rate components t h a tr e s u l t  are derived 

a, a wv + c .  based upon each component's pe rcen tage  o f  t o t a l  coa t  and the  sum w i l l  equal
2 E. 100 percent.Subitem 3 a l lova  a f a c i l i t yt oe x c e e dt h el i m i t s  on program

. o p e r a t i n gc o s t at ot h ee x t e n t  that  t h eh i s t o r i c a l  o p e r a t i n gc o s t si n  main
tenance and admin i s t r a t ivecoa tca t egor i e s  are below the l i m i t s  It is 
necessary and rearonable  t o  excludetheprogramcoatcategoryfromthisnet  
ca l cu la t ionbecause  i t  would thenbeposs ib l etoinc rease  nondirect care 

r' 
c o s t s  by r educ ingd i rec t  care coa ts .This  would b ec o n t r a r yt ot h ei n t e n t  

- of encouragingqual i ty  program. The payment rates used t oc a l c u l a t et h e  
$ limits on the  h i s to r i ca lbasedono tinc ludethee f f i c i encya l lowancein  

2Z Q Q  subpar t  2 becausetoinc lude  the e f f i c i encya l lowance  as p a r t  of  t h e  three 
0 a ;ii payment rates would providefor  p e r p e t u a le f f i c i e n c y' a f t e rr e d u c i n g  c o s t s  
I i non ly  t h e  f i r s t  year. Since t h e  e f f ic iencyal lowance  i s  an add-on t o  

these payment rates ,  t h e  f a c i l i t y  must cont inue  t o  be e f f i c i e n ti no r d e rt o  
cont inue t o  rece ive  the  e f f i c i e n c ya l l o w a n c e  



I t  is reasonabletoa l lowincreases  i n  program c o s t s  t ha t  exceed 
inc reasesino the rsec to r s  of the economy provided tha t  t h e  t o t a l  h i s t o t i c a l  
ope ra t ingcos t s  do not exceedthoseincreases.Furthermore,these limits 
a r e  f a c i l i t y  s p e c i f i c  and known t o  t h e  f a c i l i t yb e f o r ee x p e n d i t u r e sa r e  
i n c u r r e dT h e r e f o r e ,  a f a c i l i t y  tha ttakesadequates tepstoprepare  and 
c o n t r o l  i t s  budgetneednotbeaffected by t h e  limits. 

I t e a r  1, C, and D establish sepa ra t ea l lowab leh i s to r i ca lpe r  diems for 
t h e  program,maintenanceandadministrativecost categories Each perdiem 
i s  computed by d i v i d i n g  a l l o w a b l e  h i s t o r i c a l  o p e r a t i n g  c o s t s  i n t o  e a c h  c a t e 
gorybythegreaterofresidentday8or 85 percent  of capac i ty  days The 
useof the  g r e a t e r  of the  r e s iden tdayso r  85 percentofcapaci tydays is a 
necessary and reasonable  method t o  assureeconomical and e f f i c i en t  ope ra  

tion.Without t h i s  p rovis ion ,per  diems would increase  a$ occupancy

d e c r e a s e s  I t  is f u r t h e r  bared upon minnesotaSta tu te ,sec t ion  256B.501 

subdiv is ion  3 ,  which states t h a t  thecommissionershal lconsiderthe 

legis la t iveaudi torrecommendat ions on rer idencia1programsforthemental ly  

re tarded.Thatreportrecommended on page 69, t h a t  "Dmshouldapply a 

miniarmoccupancyfactorof 85 t o  90 p e r c e n t  f o r  f a c i l i t i e s  of fewerthan 11 

b e d s  This  is bared upon f i n d i n g st h a t  small f a c i l i t i e s  should not  

experiencelowerlong-termoccupancy rater t h a nl a r g ef a c i l i t i e s  also 

occupancy rater i n  t h e  i n d u s t r y  a v e r w e  97 percent  and, t h u s  it is r e a s o  

nab18 to  expect  a f a c i l i t y  t o  ope ra t e  a t  or above 85 percent of capac i ty .  


Item t r e q u i r e s  t h a t  t h e  t h r e e  r e p a r a t e  h i s t o r i c a l  operating c o a t  par -
d i e m  beaggregatedinto one per  diem. this is necessary and rearonable  
s t e p  i n  o r d e r  t o  c a l c u l a t e  t h e  f a c i l i t y ’ s  p a y n o t  rate. 

I t em P states t h a t  payments are no t  r e t roac t ive ly  equa l i zed  wi th  expen
ses except  i n  s p e c i f i c  case$. It  is necessary and rearonable  t o  d o  t h i s  so 
t h a t  a prospect ive ra te  systemcan be maintained. To dootherwise would 
render  therate se t t i ng  sys t em o f  limits and incent ive$use less  and would 
negatetheneedforprudentmanagenat .  The excep t ionfo r  a f i e l da u d i t  
adjustment) is  necessary and rearonablebecause a f i e l d  audit is performed 
t o  v e r i f y  and correct coa t6  incu r red  fo r  p r io r  pe r iods  $0 t h a t  payments t o  a 
f a c i l i t y  are accura t e .  The excep t ionfo r  a s e t t l e - u p  payment rate is  neces
s a r y  and t ea ronab le  because t h e  i n t e r i m  rate which t h e  s e t t l e u p  rate repla
ces  was bared upon e s t i m a t e d  c o s t s  

Statement of Need and reasonableness  

Subpar t  2 prov ide rfo rthees t ab l i shmen t  of the t o t a l  o p e r a t i n g  c o s t  
payment rate.  The subpa r te s t ab l i shesthenecessa ryin t e rmed ia t e  steps 

u L ' 1  whichprovideforthetransi t ionfrom a f a c i l i t y ’ sa l l o w a b l eh i s t o r i c a l  
i, a 


Qc r a 5  opera t ingcoa tpe r  diem i ne a c h  of thethreecos tca tegor ies(program,  main
a, a,
+ + - +  t enance ,  admin i s t r a t ive )  t o  a prospec t ive  ope ra t ing  cos t  payment r a t e .  

Statementof Need and reasonableness  

'x 
Item A s p e c i f i e rt h a t  a f a c i l i t y ' sa l l o w a b l eh i s t o r i c a lo p e r a t i n gc o s t  

per diem i n  t h e  t h reecos tca t egor i e sbeindexed .th i s  is necessaryin  
o rde rtoaccoun tfo r  t he  time Lag and thusthecos t  1.8 between t h e  period 
f o r  which c o s t s  are r epor t ed( therepor t ingyea r )  and thepe r iodfo r  which 

' o 6 rates are e s t a b l i s h e d  ( t h e  rate year) .  The indexused to  updatethe  
h i s t o r i c a l  per diems is t h e  changeinthe  a11 urbanconsumerpriceindexiz $ % 
(CPX-U) for PaulQ Minneapolis-St.  betmen the two most recentjanuaryspr ior  

I 2 ;i t o  t h e  r a t ey e a r .  I t  is  reasonable  to  incorpora te  t h i s  indexbecause i t  
r e f l ec t scos tchangesin  t h e  market baske t  of goods that  representpur
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chases  by consumers. t h i s  i n  t u r n ,  i s  general lybased upon costchanges 
incur redintheproduct ion  of theitemsincluded i n  the CPI market basket .  
Thus ,  al though wages, for example,arenotexplicit lyrecognized as an item 
i n  t h e  market basket,costchanges for wages are an i m p l i c i t  part of the  
ind iv idua l  item,. Also,  a marketbasket which would r e f l e c t  IcF/E(R cos t  
i n p u t s  and weightsdoernotex is tforminnesota  Therefore, t h e  CPI-U is 
t h e  bea tr ead i lyava i l ab leindex  and i t  h i s t o r i c a l l y  ha8 beenincluded as 
part  of t h e  IC?/Mt paymentmechanism on a s ta tewide  basis fo run iden t i f i ed  
cos tincreasesunder  Rule52and foropera t ingcoatincreasesunder  12 WAR 
2.05315 [Temporary]. 

I t  is rearonabletoannual izetheindexbecausethedi f fe rencebetmen 
common po in t8in  t h e  repor t ingyear  and t h e  rate year  is 21 months r a t h e r  
than12months A JanuarytoJanuaryindex  is  usedbecause it corresponds 
withthe mort r ecen tr epor t ing  year f o r  which theindex i s  available. 
Althoughthisinformation is h i s t o r i c a l  a t  the  tin of i t a  u s e  it is a 
rearonableapproach t o  coatchangersince it representsthechangeinpr ices  
of goods and service8 purchasedduringthereport ingyear ,  and it is t he  
mort r e a d i l ya v a i l a b l ef o rt h a tt i m a  frame.Addit ional ly ,thelag w i l l  be 
b u i l t  i n t o  ra ter  thenextpear  and it avoid8the need t o  p r e d i c t  i n f l a t i o n  
w i t hs u b s e q u e n tr e t r o a c t i v ec o a ts e t t l e m e n t sf u r t h e rm i n n e s o t as t a t u t e s  
s e c t i o n  256b.501, subdiv is ion  3,  r equ i r e ,tha tinc reasesinope ra t ingcoa t s  
donotexceedincreasesinothersec t ions  of t h e  economy. 

Statementof Need and Rearonablenear: 

item B provider  for theuseoftheindex to  update 8 f a c i l i t y ’ s  
a l lowable program opera t ing  coa t  per  d iem to  der ive  the  program opera t ins  
c o s t  payment rate.  The excep t ionfo rtheone - t inad jus tmen t  to  theprogram 
opera t ingcoat  payment rate i s  includedbecausethesecostsreprerent  an 
add-on t h a t  is  n o tr e f l e c t e di nt h eh i s t o r i c a lb a r e .  I t  is r ea ronab leto  
provide for theupdate  and except ion  mechanism becausetodootherwire  would 
r e s u l t  i n  the  absenceofcoattrending. 

Statement of Need and r e a s o n a b l e n e s s  

items C and D p rov idefo rthe  method t o  compute t h e  f a c i l i t y  payment ' 

r a t e  from t hea l lowab leh i s to r i ca lope ra t ingcoa t  per diemofthe same cos t  
ca tegor ies .I tem C p e r t a i n 8t o  t h e  maintenancecoatcategory andItem D *  
per t a instotheadmin i s t r a t ivecoa tca t egory .  I tear C and D includeiden
t i c a l  methods f o rt h ec a l c u l a t i o n  of t h e  two payment rater.  Both allowable 
h i s t o r i c a l  o p e r a t i n g  p e r  diems are updatedviatheindextoder ive  the 
ope ra t ingcoa t  payment rater. I t  is rea ronab letop rov ide  for theupdate

PL. becausetodoo the rwi re  would r e s u l t  i n  an absence of c o s t  t r e n d i n g
- v  a 

a,l x ' x z l  
w a a, Statement of Need and Reasonableness: 
C Y +  m n m 

a n n  

Item E provides f o r  an e f f i c i e n c yi n c e n t i v e  on t h et o t a la l l o w a b l e  

7 , 	 historical ope ra t ingcos t .  To be e l i g i b l e  for this payment, a f a c i l i t y ' s  
c o s t s  mustbe below the  sum of t h e  e s t a b l i s h e d  h i s t o r i c a l  o p e r a t i n g  limits. 

& \ 	 However t h e  f a c i l i t y ' s  programallowablehis tor icaloperat ingcosts  muat not 
be below t h e  r e spec t ive  limit on t h o r ec o s t s .f a c i l i t i e s  which w e t  both 

-e cond i t ions  will r e c e i v et h ed i f f e r e n c eb e t w e nt h ef a c i l i t y - s p e c i f i cp e r
$ $ diemand t h e  limit up t o  a maximum of$2perresidentperday. The e f f i -
Y

Z w a  
ciencyallowance i s  der ivedfromthegreater  of r e s iden tdays  or 85 percent 

0 % X of c a p a c i t y  b e c a u s e  h i s t o r i c a l l y  based c o s t s  i n  t h e  same c a t e g o r i e s  are 
I * 5 determinedin t h i s  manner An ef f ic iencyal lowance  is  not paid when 
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allowableprogram c o s t s  are below the program limit because the s t a t e  does 
n o t  want to Createanincentivetoreduceprogramcosts.Without t h i s  
c o n s t r a i n t  f a c i l i t yc o u l dg e n e r a t ee f f i c i e n c yd o l l a r s  b y  e l imina t ing  
programemployees The e f f i c i e n c yi n c e n t i v e  is  designedtoencourage 
economical and e f f i c i e n to p e r a t i o n s .  The maximum amount p a i d  by t h es t a t e  
through t h e  e f f i c i e n c yi n c e n t i v e  must  b e  l imi tedforcos tconta inment  p u t 
poses.  The nursing home t u l ee s t a b l i s h e d  a maximum of $2 per r e s iden t  per 
day as a reasonable  limit f o r  an e f f i c i encyincen t ives ince  i t  encourages
providers  t o  r educei t acoa t swi thou tc rea t ing  a severeburden on the  
s t a t ebudge t .Add i t iona l ly ,  i t  is reasonable  t o  p lace  a limit on t h ee f f i 
c i encyincen t ive  so t h a tt h ei n c e n t i v e  is not  so s t rongtha tp rov ide r s  are 
encouraged toreducenecessarycos tsin  areas t h a t  supporttheprogramof 
t h e  f a c i l i t y .  

Statementof Need and r e a s o n a b l e n e s s  

Item F providerfortheaddi t ionoftheprogrammaintenance ,  and admin 
i s t r a t i v e  payment rates p l u s  any a p p l i c a b l ee f f i c i e n c yi n c e n t i v e .  It is 
necessary and r e a r o n a b l e  t o  d o  80 i n  o r d e r  t o  compute a t o t a l  o p e r a t i n g  c o s t  
payment rate whichincludes a11 thecomponents  also by -king t h ee f f i 
c i encyincen t ive  a componentof t he  to ta l  opera t ing  coot payment rate r a t h e r  
t h a n  t r e a t i n g  it  as a h i s t o r i c a l  co l t ,  t h e  f a c i l i t y  a r t  cont inue  to  be 
e f f i c i e n t  i n  o r d e r  t o  c o n t i n u e  t o  r e c e i v e  t h e  e f f i c i e n c y  a l l o w a n c e  in f u t u r e  
years  . 
Statementof Need and r e a s o n a b l e n e s s  

Subpart 3 s p e c i f i e s  t h e  p r o c e d u r e  t h a t  w i l l  befollowed when 
e s t a b l i s h i n g  an ad jus tmen t  t o  a f a c i l i t y ' #  programoperating co l t  payment 
rate .  I t e r  A r equ i r e8thead jus tmen ttobe  made i f  t h e  commissionerhas 
issued an o r d e r  t o  c o r r e c t  a d e f i c i e n c y  i n  program s t a f f  and i f  s p e c i f i c
requirements are met. The adjustment is a necessary and rearonable  method 
t o  increase  rater t o  pay f o r  c o a t s  t h a t  are n o t  h i s t o r i c a l l y  b u i l t  i n t o  the 
rate.  This is why it  is  also reasonab leto  on17have a one-timeadjustment. 
Once rates a r e  a d j u s t e d  t h e  h i s t o r i c a l  c o s t  b a s e  f o r  t h e  n e x t  r e p o r t i n g  
year  i s  a d j u s t e di ft h e  monies are ac tua l lyspen tfo rthep resc r ibed  pur
pose.Thereby, t h e  f a c i l i t y ’ sb a s ei n c l u d e st h en e c e s s a r yp r o g r a mc o a t  
i nc reases  and t h eb a r ef o rt h ef u t u r e  year is thenadequatetosuppor tthe  
se rv icesnecessa ryto  meet s tandards .  The programportionofthe rate i s  
t h e  o n l yp o r t i o na p p l i c a b l et op r o g r a ms t a f fr a t i o s  and thus  i t  i s  reaso
nab letoon lyad jus tcos t sa t t r i bu tab letoinc reas ingprograms ta f fr a t io s .  

v a  

pi a c  I t  is  necessary and r e a r o n a b l er e q u i r e  t h e 
t o  t h a t  s t a f f  complement i s  
cx a iZ e q u a lt o  or exceedsq t h es t a f f  complement on which rater are based and t h a t

- 0  pi a> c c Ci t h e  def ic iencycannotbecorrec ted  by r ea l loca t ing  cos t s  because  t h i s  
i n s u r e s  t h a t  s t a f f  c o s t s  t h a t  havebeen or are be ingpa idinthera t e ra re  
f i r s t  app l i edtocor rec t ingthede f i c i ency .Th i srea l loca t ioninc ludes  
amounts r e i abu t sed  80 a r e s u l t  of a change i n  ownershiporreorganizat ion 
be tweenre la tedorganiza t ions  and e f f i c i e n c yi n c e n t i v e s  or otherallowances.  
this re loca t ionrequ i r emen tinsu restha tthe  rater t h a t  have been o r  are 

, i beingpaid are f i r s t  appl ied  t o  c o r r e c t i n gt h ed e f i c i e n c ye s p e c i a l l y  when 
d the  payment r e s u l t s  from d i sc re t iona ryspend ingt r ansac t ions  whichcan be 

J C I
2 E avoided and thusdo not have t o  be i n c u r r e di n  an economically and e f f i 
"cj pi Xa' c i e n t l yo p e r a t e df a c i l i t y .  I t  is necessary  and r e a s o n a b l et or e q u i r e  t h a t  

71 2 7 t h ed e f i c i tc a n n o t  be correctedthrough a s p e c i a l  needs rate so t h a t  t h e  
one-timeadjustment remains the  avenueof l a s t  r e s o r t  
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